The study investigates the impact of taxation on the Nigerian economy for the period 1994 -2012. The dependent variables used in the model includes: Gross Domestic Product (GDP) as a parameter for measuring economic growth, inflation and unemployment. The objective is this study is to determine how taxation affects these macroeconomic variables. To avoid spurious results, the data set collected from the Central Bank of Nigeria statistical bulletin and Federal Inland Revenue Services was subjected to Augmented Dickey Fuller Unit Root test, which reveals that the variables are stationary. The cointegration test also reveals that the variables are cointegrated and long run relationships exist between the variables. The results of the statistical analysis reveal that positive relationships exist between the explanatory variables (Custom and Excise Duties, Company Income Tax, Personal Income Tax, Petroleum profit tax and Value Added Tax) and the dependent Variables (Gross Domestic Product, Unemployment). But, the individual explanatory variables have not significantly contributed to the growth of the economy; also the explanatory variables have not significantly contributed to the reduction of the high rate unemployment and inflation in Nigeria for the period under review. Study recommends total restructuring of the tax system in the country and the provision of basic amenities (good roads, steady power supply, internal security, etc) which will encourage individuals and corporate organizations to honor their tax obligations in Nigeria.
INTRODUCTION
The primary aim of taxation is usually to generate revenue capable of financing government expenditure at all levels of government. The importance of taxation to any government cannot be over emphasized. Chigbu et al. (2012) explained that Taxes are levied on individuals, groups, business or corporate bodies, by constituted authorities for funds used by state in the maintenance of peace, security, economic growth and development and social engineering for the benefit of the citizenry. Taxation as a major source of revenue has made it so important for researchers to establish a link between taxation and economic growth of the country.
This research work examines the link between taxation and economic development in Nigeria for the period 1994 to 2012. It investigates how the value added tax introduced in the country in May 1993 and other types of taxation in operation in Nigeria like the personal income tax, petroleum income tax, company income tax custom and excise duties have affected the Nigerian economy. Attempts will be made to evaluate their impacts on the Gross Domestic Product, inflation and unemployment *Corresponding Author, Email: nj_charlie@yahoo.co.uk in the country. Government increases tax during recession period and decreases tax during economic boom. Taxation is also used to promote other objectives like equity, close the gap between the rich and the poor and to address social and economic concerns. Taxation as a fiscal policy instruments affects the macro economic variables of the economy, as it affects the level of aggregate demand in the economy, it affects income distribution thereby reduces the gap between the rich and the poor in the country. Taxation reduces the purchasing power of individuals thereby serving as an inflationary measure. Anyafo (1996) also affirms that a good tax system should be able to stimulate employment, control inflation and enhance economic growth. Tax is also used as a measure to discourage the consumption of those goods and services considered to be harmful or non essential commodities.
Appah (2004) defined tax as a compulsory levy imposed on a subject or upon his property by the government to provide security, social amenities and create conditions for the economic well-being of the society. In his own view, Bhartia (2009) argues that a tax is a compulsory levy payable by an economic unit to the government without any corresponding entitlement to receive a definite and direct quid pro quo from the government. Wikipedia defined tax as a financial charge or other levy imposed upon a taxpayer (an individual or legal entity) by a state or the functional equivalent of a state such that failure to pay is punishable by law. Anyafo (1996) , defined taxation as a compulsory payment by individuals and organizations to the relevant inland or internal revenue authorities at the federal, state and local government levels. All the definitions of tax center on the fact that it is a major source of revenue that finances government expenditure at all levels. It is believed that the tax system of a nation determines who bears the burden of payment and how the tax collected should be spent. Anyafo (1996) maintained that a good tax system should be able to stimulate employment and enhance economic growth in the country. However, the use of tax as an instrument of fiscal policy to achieve economic growth in most developing countries like Nigeria cannot be reliable because of dwindling level of revenue generation and the country's mono dependence on oil revenue.
According to Engen and Skinner (1996) , a number of recent theoretical studies have used endogenous growth models to stimulate the effects of a fundamental tax reform on economic growth. These studies conclude that reducing the distorting effects of the current tax structure would permanently increase growth. Advocates of tax cuts claim that a reduction in the tax rate will lead to increased economic growth and prosperity. Others claim that if we reduce taxes, almost all of the benefits will go to the rich, as those are the ones who pay the most taxes. Gustavo et al. (2013) opined that an understanding of the public policies that can be effective in improving economic growth performance is critically an important issue at the national and international levels. The general well-being of the population and reduction in poverty level are related to economic growth and development. And the issue of potential growth is at the heart of recent discussions on stabilization policy. Different public policies are being applied to boost growth and to reduce poverty in different regions of the world, but fiscal policies have become the most common and relevant instruments in the heart of policymakers (Tanzi and Zee, 1997).
United Nations (2005) suggests that, to achieve the Millennium Development Goals (MDGs), low-income countries (LICs) are required to increase their domestic revenues by around 4 percent of the GDP. To meet the MDGs, OECD countries have been urged to raise their level of aid to LICs to about 0.7 percent of their Gross National Income, but this can't be compared with potential tax revenues (Worlu and Nkoro, 2012) . The infrastructural developments demand a lot of resources and funding. In many rich countries, tax constitutes 30-40 percent of the GDP (Golit, 2008 and TJN, 2012) .
Despite the revenue generated from tax at all levels of government in Nigeria, the majority of the population still wallow in abject poverty, majority of the population live below ($1) one US Dollar per day. The gap between the rich and the widens day by day. The country is still ranked among the economically less advanced states. Again, unemployment is one of the macro economic problems facing the country. This problem increases day by day. Consider the recent failed employment test conducted by the Nigeria Immigration Service (NIS), where over twenty unemployed youths lost their lives in their attempt to partake in the employment test in various states of the country. Over 6.5m Nigerians applied for 4500 vacant positions in the Nigeria Immigration Service.
Literature Review
According to Chigbu (2012) for the government to achieve macroeconomic objectives of price stability, full employment, external balance and sustainable economic growth and development in the long run, the government must have sound fiscal and monetary policy instruments in place. Taxation and government expenditure are the fiscal policy instruments of the government while the monetary policy instruments include: reserve requirements, discount rates and open market operations. This study focuses on taxation as a fiscal policy instrument and how it affects the economy. This section reviews the related literature necessary to explain the relationship between taxation and economic development.
Economic Effects of Taxation
The effect of taxation on economic growth means what happens to the Gross Domestic Product of the country when tax is imposed. Anyanwu (1997) maintained that tax affects the pattern of production, consumption, investment and employment. These effects are either positive or negative. Taxation affects both production and economic growth by distorting capacity and the will to work, save and invest. Taxation is a major source of revenue to every economy, and the money generated is used in the provision of basic amenities, providing defense and security to the populace, generating employment thereby enhancing the growth and development of the country.
Taxation is usually an instrument used in reducing the gap between the rich and the poor. Economies are characterized by a high level of inequality as a result of private properties and inheritance. Taxation has the objective of equalizing income and wealth inequalities which conflicts with increasing production and economic growth (Anyanwu, 1997) . This inequality can be reduced with the use of progressive tax, wealth tax, expenditure tax, gifts tax etc as this will achieve redistribution in the long run.
According to the Keynesian theory, there is no inherent tendency for the market economy to stabilize, and this calls for government action in the short-run. Taxation and expenditure are used to correct market incompatibilities existing between demand and supply. Therefore, to neutralize the fluctuations in incomes, outputs, employment, prices etc, progressive taxation should be employed. The income of the poor with a high marginal propensity to consume (MPC) should not be taxed, and this will balance the aggregate consumption in the economy. Angahar and Sani (2012) confirmed that Taxation is a fiscal policy tool used in controlling inflation. In inflationary times, government should increase direct tax thereby straining away excess purchasing power. They should be selective in the choice of indirect taxes to be employed in controlling inflation, putting into consideration the elasticity of the demand and supply of the commodities. Commodities with low demand elasticity and high supply elasticity will not increase inflation when taxation is increased. Commodities that are of necessities should be taxed lower, while luxuries should be highly taxed as this will reduce the inflationary pressure on the economy. Economic growth and economic development are often used interchangeably but there is a great difference between them. Worlu and Nkoro (2012) maintained that economic growth is an increase in the amount of the goods and services produced over a specific period of time in a country. Economic growth is a sub category of economic development. Economic development is a prolonged and sustainable increases in the real national income of a country accompanied with positive changes in the economic, political, technological and social structures of the country, with the result that the real income per capita of the people increases over a long period of time, subject to the stipulation that the number of people below the poverty line does not increase, the distribution of income does not become more unequal and development does not become less environmentally sustainable. Economic development is the policymakers' actions which promote the health, political, and social well-being of a country. Common areas of development include: literacy rates, life expectancy, unemployment, and poverty rates.
Custom and Excise Duties (CED)
These are the oldest forms of indirect tax which dated back to the 19th century. Custom duties are commodity taxes imports and exports. According to Ayodele (2006) , custom duties are the highest yielding indirect tax. The tax is administered by the Nigerian Custom Services (NCS). It is believed that duties on imports are against the principle of comparative cost thereby restricts the full development of international trade. Import duties are also used in protecting infant industries in the country. The burden of export duties are passed on to the foreign country in form of increased prices. The burden of import duties fall on the consumers of the goods and services that it is levied on.
Excise duties are commodity taxes levied on goods manufactured within the country. This indirect tax does not only serve the purpose of raising revenue for the country but also to discourage the consumption of certain goods (Fasoranti, 2013) . Who bears the burden of excise duties depend on the type of commodity taxed. Excise duty on luxuries is borne by the rich, while excise duty on necessities is borne by the poorer people (Anyafo, 1996) .
Company Income Tax (CIT)
This is also known as company profit tax or corporation tax. Company income tax is a tax on the profit made by companies. It was introduced in Nigeria in1961 and administered by the Federal Internal Revenue Services. Since enactment, the law on CIT has passed through series of amendment. The rate of CIT varies according to operation and size of turnover per annum. According to Onaolapo et al. (2013) , Companies condemn this Company taxes on profit as it is seen as a penalty for success without compensation for failure. Company taxes are designed to collect revenue from firm's economic profit. The tax is on the net accounting profit: gross profit less administrating, operating and interest expenses. The revenue from company income tax has been low due to tax concessions, rebates and tax holidays allowed to newly established companies. Tax evasion and tax avoidance are also responsible for this low yield (Ebiringa and Emeh, 2012) .
Petroleum Profit Tax (PPT)
This is a tax levied on the profit of oil companies. According to Akintoye and Tashie (2013) , petroleum profit tax is singled out because of the significance of oil in the Nigerian public revenue performance. The petroleum profit tax act 1959 no 15 imposes with effect from January 1 st 1959, a tax on the profits from the mining of petroleum in Nigeria. This is to take care of economic rent on the land used for mining. The PPT is applicable to upstream operation in the oil sector i.e. production of crude oil and gas and sale of these as primary products to downstream operations (Ayodele, 2006) . It is the most important tax in Nigeria in terms of its share of 95% of government revenue and 70% of total foreign exchange earnings. The major problem of this source of revenue is the fluctuation resulting from price fluctuation of crude oil process in the world market. The operation of the petroleum profits tax was extended to the companies engaged in liquefied natural gas operations under PPT amendment no. 3 Decree 1979 No 95.
Personal Income Tax (PIT)
According to Akintoye and Tashie (2013) , Personal income tax is tax paid on one's personal income as distinct from the tax paid on the firm's earnings. In an incorporated firm, the owners (shareholders) pay taxes on both their income (salary or dividend from the firm) firm's income (profits). In partnerships and sole-ownerships, the tax is paid only once on the firm's profits. Personal Income Tax Rate in Nigeria is reported by the Federal Inland Revenue Service, Nigeria. The Personal Income Tax is a tax collected from individuals and is imposed on different sources of income like labor, pensions, interest and dividends. Revenues from the Personal Income Tax Rate are an important source of income for the government of Nigeria (Anyafo, 1996) . Adereti et al. (2011) , in their study on Value added tax and economic growth in Nigeria, using the regression model revealed that a strong positive relationship exists between value added tax and economic growth in Nigeria within the period under review (1994) (1995) (1996) (1997) (1998) (1999) (2000) (2001) (2002) (2003) (2004) (2005) (2006) (2007) (2008) . Onaolapo et al. (2013) investigated the Effect of Petroleum Profit Tax on Nigerian economy, the study covered the period between 1970 and 2010. Their study revealed that Income from a nation's natural resource has a positive influence on economic growth and development. They recommended that Government should transparently and judiciously account for the revenue it generates through PPT by investing in the provision of infrastructure and public goods and services. Chigbu et al. (2012) in the empirical study on economic growth and taxation using the Granger Causality approach concluded that taxation is a very important instrument of fiscal policy that contributes to economic growth of any country. Anyanwu (1997) in his study of the effects of taxes on Nigeria Economic Growth (1981 Growth ( -1996 reveal that companies' income tax positively and significantly affects GDP, also customs and excise duties significantly affects economic growth in Nigeria. While petroleum profit tax positively and insignificantly affects Nigeria's GDP. The same is true of other direct taxes (capital gains and stamp duties). However, all direct taxes positively and significantly affect Nigeria's GDP.
Empirical Review
Ergete and Dahlby (2012), in their study "The Impact of Tax Cuts on Economic Growth: Evidence from the Canadian Provinces" revealed that a negative relationship exist between taxation and economic growth in Canada. The finding concludes that reducing corporate income tax 1 percentage point raises annual growth by 0.1 to 0.2 points. Arnold et al. (2011) based their research on 21 countries and their findings reveal that Corporate taxes most harmful to economic growth, followed by taxes on personal income, consumption, and property. Progressivity of PIT harms growth. A 1 percent shift of tax revenues from income taxes (both personal and corporate) to consumption and property taxes would increase GDP per capita by between 0.25 percent and 1 percent in the long run. Corporate taxes, both in terms of the statutory rate and depreciation allowances, reduce investment and productivity growth. Raising the top marginal rate on personal income reduces productivity growth. Karel and Ravn (2012) studied the exogenous changes in personal and corporate income taxes and how they affect USA economy. The study revealed a negative relationship existing between the dependent variable and the explanatory variables. They concluded that A 1 percentage point cut in the average personal income tax rate raises real GDP per capita by 1.4 percent in the first quarter and by up to 1.8 percent after three quarters. A 1 percentage point cut in the average corporate income tax rate raises real GDP per capita by 0.4 percent in the first quarter and by 0.6 percent after one year.
To the best of our knowledge we are not aware of any study yet on the effect of taxation on these macroeconomic economic variables: economic growth, inflation and unemployment in Nigeria. This research work seeks to fill this gap in our study.
Objectives of the Study
The main of this study is to examine how the various types of tax in operation in Nigeria have affected economic growth of Nigeria (using GDP as a proxy for economic growth) from 1994 to 2012. Other objectives include: (i.) To examine the effect of taxation on inflation in Nigeria, (ii.) To determine the effect of taxation on unemployment in Nigeria.
RESEARCH METHOD
This study makes use of time series data sourced from the CBN statistical Bulletin, Economic and Financial Review and Annual Reports and Statement of Accounts of the Central Bank of Nigeria (CBN), the Federal Office of Statistics (FOS) and the Federal Inland Revenue Services Statistics as contained in Appendix I. The macroeconomic data cover gross domestic product (GDP), unemployment and inflation as the dependent variables and Company Income tax, Petroleum profit tax, Value added tax, Custom and Excise Duties and Personal income tax as the explanatory variable for the period 1994 -2012 in Nigeria.
Model Specification
All data collection for the purpose of the study were evaluated, cross checked, compared and critically analyzed.
To explain the relationship between taxation and economic growth in Nigeria, the model is specified below: 
Test for Stationarity
To avoid spurious regressions which may arise as a result of carrying out regressions on time series data, we first subject the data to stationarity test by using the Augmented Dicker Fuller (ADF) tests.
The ADF test was done with the following hypothesis:
H 0 : Variable contains unit root and hence is non-stationary.
H 1 : Variable does not contain unit root and hence is stationary
The decision rule was that: If the calculated ADF Test statistic is greater than the MacKinnon critical values, reject the null hypothesis of nonstatonarity and accept the alternative of stationarity, otherwise accept the null hypothesis of non stationarity.
Co-Integration Tests
Theoretically, it is expected that a regression involving non-stationary time series may produce spurious results. Co-integration tests prove that the combination of stationary and non-stationary variables has a long-term relationship. In this study the Johansen Test for Co-integration test on the residuals were used.
Presentation and Interpretation of Results
Empirical findings are discussed under the following sub-sections: result of the stationarity (unit root), Johansen co-integration test, regression result. The result of the Stationarity (unit root) test using the Augmented DickyFuller Test is summarized below:
Result of Stationarity (Unit Root) Test
The result of the Augmented Dicker Fuller (ADF) unit root test for stationarity indicates that PIT and INF variables are stationary at level, CED, PPT, GDP and UNP are stationary at first difference while CIT and VAT are stationary at second difference as shown in Appendix II. Therefore, study rejects the null hypothesis and concludes that there is no unit root in the variables (table 1). In table 5 above, the negative intercept of B 0 in the equation above, indicated that when the independent variables explained in the model is zero, Gross Domestic product is expected to be -N3,849,963m. From the result also, Custom and Excise duties, and Value added tax met the apriori expectation of the model, they have significant positive effects on the Gross Domestic Product. While Company Income tax, Personal Income tax and Petroleum Profit tax did not meet the apriori expectation of the model so, they negatively impact on the Gross Domestic Product. 
RESULTS:

CONCLUSION
The purpose of this study is to examine the impact taxation on economic growth, Inflation and Unemployment in Nigeria using the time series data for the period 1994 to 2012. In other to achieve this, three econometric models were developed and analyzed using Eviews statistical package version 7.2 (Students version). The results of the analysis reveal that in the first model, value added tax and custom and excise duties are statistically significant and have significantly contributed to economic growth in Nigeria while Personal income tax, company income tax, petroleum profit tax are not statistically significant and have not significantly contributed to economic growth in Nigeria.
The results of the analysis also indicate that the explanatory variables (Custom and excise duties, company income tax, personal income tax, petroleum profit tax and value added tax) have no significant effect on both unemployment and inflation in Nigeria. Therefore research concludes that taxation in Nigeria have not significantly impacted on economic growth, unemployment and inflation. This research is in line with the views of Karel and Ravn (2012) and Jens Arnold et al. (2011) .
RECOMMENDATIONS
Based on these findings, study recommends the following:
Government should ensure that taxation is properly managed in a manner that will accelerate economic growth, reduce inflation rate and generate employment in the country.
There is also need for the Nigeria government to restructure the tax system to meet the demands of the 21st century.
There should be adequate provision of infrastructures and basic amenities like: electricity good water good roads etc as this will enhance people's compliance in tax payment. 
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